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TAGS: ENRG, SA 

SUBJECT: SAUDI OIL PRODUCTION 

1 . DURING BRIEFING BY ARAMCO CHAIRMAN FRANK JUNGERS ON 
MAY 5 EOR IOWA TRADE MISSION, JUNGERS PULLED ME ASIDE AT ONE 
POINT AND INEORMED ME THAT ARAMCO PRODUCTION AVEREAGED 
10.006 MBD DURING THE MONTH OE APRIL 1977. HE ADDED THAT 
PRODUCTION WAS CONTINUING TO RISE, HOWEVER, AND HAD BEEN 
RUNNING AT THE RATE OE 10.8 MBD DURING EIRST EEW DAYS OE 
MAY. ON MAY 10 JUNGERS TOLD ME THAT PRODUCTION 

HAS BEEN AVERAGING OVER 1 1 MBD EOR THE PAST PEW DAYS. 

2. ACCORDING TO JUNGERS, ARAMCO IS STILL FACING PROBLEMS 
AS A RESULT OF HIGH WIND CONDITIONS AT RAS TANURA MARINE 
CONEIDENTIAL 

CONEIDENTIAL 

PAGE 02 DHAHRA 00543 I209I0Z 

TERMINAL, BUT NEWLY ACQUIRED EQUIPMENT HAS REDUCED THE 
TERMINAL'S VULNERABILITY SUBSTANTIALLY. HE BELIEVES THAT 
THE COMPANY WILL NEVER AGAIN SEE ITS PRODUCTION CUT AS 
DRASTICALLY BY WEATHER CONDITIONS AT THE MARINE TERMINAL AS 
DURING THE EIRST PEW MONTHS OP 1977. 

3. JUNGERS ALSO MENTIONED BRIEPLY DURING HBWA MISSION 
BRIEFING HIS FEAR (WHICH HE ALSO MENTIONED TO JOHN COUNTRY- 
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MAN, NEA/ARP, DURING HIS RECENT DHAHRAN VISIT) THAT 
ARAMCO AND SAUDI ARABIA WILL NOT BE ABLE TO INCREASE 
PRODUCTION AS FAST AS DEMAND IS GROWING. THEREFORE, HE 
BELIEVES SAUDI ARABIA WILL NOT BE ABLE TO PULL THE 
"OPEC 1 1 " DOWN TO SAUDI PRICES. MEANWHILE, THE US WILL 
COME UNDER INCREASINGLY STRONG PRESSURE FROM THE SAUDIS 
"TO PERFORM "IN THE POLITICAL AREA IN APPRECIATION FOR 
THE SAUDI EFFORT TO KEEP PRICES DOWN. THE US MIGHT BE 
BETTER OFF, HE FEELS, TO LET THE SAUDIS KNOW THAT WE HAVE 
NO OBJECTIONS TO A COMPROMISE PRICE A FEW PERCENT HIGHER 
THAN THE CURRENT SAUDI/UAE PRICE, THUS RELIEVING THE US 
OF SOME SAUDI PRESSURE ON US. 

4. COMMENT: IT IS DIFFIIULT TO KNOW WHETHER JUNGER'S 
PREFERENCE FOR A COMPROMISE PRICE IS DUE TO THE PRACTICAL 
DIFFICULTIES ENCOUNTERED BY OIL MARKETERS AS RESULT OF TWO- 
TIER PRICE SYSTEM, OR WHETHER HIS PREFERENCE 
COMES FROM HIS LONG EXPERIENCE IN NEGOITATING WITH SAUDIS 
AND HIS GENUINE FEELING OF CONCERN THAT THE USG IS 
GOING TO UNNECESSARILY GET ITSELF IN A BIND AND UNDER 
HEAVY PRESSURE FROM THE SAG. WE PASS HIS THINKING ALONG 
FOR WHATEVER IT IS WORTH, HOWEVER, BECAUSE OF HIS 
POSITION AS CHIEF EXECUTIVE OFFICER OF THE WORLD'S 
LARGEST PRODUCING OIL COMPANY AND HIS 30- YEARS OF 
ARAMCO EXPERIENCE IN SAUDI ARABIA. 

BUSHNELL 
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